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BDO Dunwoody 1000 10665 Jasper Avenue 

BDO Chartered Accountants Edmonton Alberta Canada T5] 3S9 
Telephone (403) 423-4353 

Seen aera Fax (403) 424-2110 


Auditors’ Report 


To the Shareholders of 
Western America Resources Inc. 


We have audited the balance sheets of Western America Resources Inc. as at June 30, 1996 and 1995 
and the statements of operations and deficit and changes in financial position for the years then ended. 
These financial statements are the responsibility of the company's management. Our responsibility is to 
express an opinion on these financial statements based on our audits. 


We conducted our audit in accordance with generally accepted auditing standards. Those standards 
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements 
are free of material misstatement. An audit includes examining on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position of the 
company as at June 30, 1996 and 1995 , and the results of its operations and the changes in its financial 
position for the years then ended in accordance with generally accepted accounting principles. 


Bdo Deena 


Chartered Accountants 
Edmonton, Canada 


November 12, 1996 
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June 30 


Assets 


Current 
Cash and short-term investments 
Accounts receivable 


Organization costs (Note 3) 
Other assets (Note 4) 


Liabilities and Shareholders’ Equity 


Current 
Accounts payable and accrued liabilities 
Deposits received on share subscription 
agreements (Note 10) 


Shareholders’ equity 
Share capital (Note 6) 
Deficit 


On belalf of the board 


<——_ Director 


' Director 


The accompanying notes are an integral part of these financial statements 


Western America Resources Inc. 


1996 


$ 1,458,572 
3,972 


1,462,544 
30,195 


$ 1,492,739 


$ 24,002 
1,250,000 


1,274,002 


265,299 
(46,562) 


218,737 


$ 1,492,739 


Balance Sheets 


1995 


$ 230,683 
1,774 


232,457 
4,800 


>) 2a%e207 


$ 4,001 


240,299 
(7,043) 


233,256 


S.  23/,201 
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Western America Resources Inc. 
Statements of Operations and Deficit 


For the years ended June 30 1996 1995 
Revenue 

Interest $ 15,532 $ 9,804 
Expenses 

General and administration, including amortization 

of $1,200 in 1995 50,251 14,688 

Loss from operations (34,719) (4,884) 
Write-off of organization costs (4,800) - 
Net loss for the year (39,519) (4,884) 
Deficit, beginning of year (7,043) (2,159) 
Deficit, end of year $ 46,562 $ ,043 
Loss per share (Note $ 0.011 $ (0.002 


The accompanying notes are an integral part of these financial statements B D O 
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Western America Resources Inc. 


Statements of Changes in Financial Position 


For the years ended June 30 1996 1995 
Cash provided by (used in) 
Operating activities 
Net loss for the year $ (39,519) $ (4,884) 
Items not involving cash 
Amortization - 1,200 
Write-off of organization costs 4,800 ~ 
(34,719) (3,664) 
Changes in non-cash working capital balances 
Accounts receivable (2,199) (1,246) 
Accounts payable and accrued liabilities 20,002 3,700 
(16,916) (1,230) 
Financing activities 
Issuance of share capital, net of issue costs 25,000 165,299 
Deposits received on share subscription agreements 1,250,000 ~ 
1,275,000 165,299 
Investing activity 
Expenditures on other assets (30,195) - 
Increase in cash for the year 1,227,889 164,069 
Cash and short-term investments, beginning of year 230,683 66,614 
Cash and short-term investments, end of year $ 1,458,572 $ 230,683 


The accompanying notes are an integral part of these financial statements 
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Western America Resources Inc. 
Notes to Financial Statements 


June 30, 1996 and 1995 


1. Description of Business 


Western America Resources Inc. (the Company), a junior capital pool company incorporated under 
the Business Corporations Act of the Province of Alberta, commenced trading on the Alberta Stock 
Exchange on February 7, 1995. The Company intends to identify and evaluate properties or 


businesses, with a view to acquisition or participation in the exploration and development of mineral 
resource properties. 


2. Significant Accounting Policies 


Basis of Presentation These financial statements have been prepared in accordance 
with generally accepted accounting principles in Canada. 


Short-term Investments Short-term investments are stated at the lower of cost or market 
value and consist primarily of money market instruments. 


3. Organization Costs 


1996 1995 
Cost $ 6,000 $ 6,000 
Less: accumulated amortization (6,000) (1,200) 
$ - $ 4,800 


4. Other Assets 


Other assets consist of consulting and geological inspection fees, which pertain to the share issuance 
and acquisition of mineral resource properties subsequent to year end (see Note 10). 


5. Related Party Transactions 


During the year, the Company paid consulting fees of $20,000 to a company over which a director has 
significant influence. 


|BDO 


at i wl as ee = 
ehh WA sit 1a: ut sin. e si 1: eich by cundiany 
ihe ey tA org eT RAN ytiag Ph Fo Sra 
ny edge Whitt Soe. aay ®! Sarath (Renna me 
herewibcs, he dary ncn Mth ree vane ic oe 

7 us 


Pe ee ee oe eee. oe oe aga re ‘0 yi sesarere cen tia es sn ere att + 
| aa ; ’ Ph Se ; t die Uae 


oe , " pas, i i Atl 
wt i arn: Se El . edgy tino Anning = 
; aa Pon & Palen a at i ee “ j P x “ag a : 
voc etipicod ab SSiqnae’. aed: eyed enactinivss rie oil areit Y ee olin dive a 
oa f ay a ce ve s ashen ate vb ynilfes: Sa ts atc . yi an Ney sity 


sate rot f 
; 


ae “whod tg seo e 


Yi tt ee ae! ast ¥ jus at an Pies ja wig | br nian iy stat et 
ee calf hart Wee pe ins sr 0 ene e eh 


wt mY . 


1 pepe <a slg pth Al: eel glee japan bin say sete slp ae ea = es pin ba, © parte 


bye apy OO ae seid oye open cette Fa a ee Ay : / ; rae i 7 oe Pee ce vat a4 
P 5 sa a " head dl 7 i 7 - 
: : i = - 
n "i hy 7 iv 7 7 "i i. é 
r ip i F i J ; q Dew y aw 7 @ » 
el) a neg a we he ak Fin 1G a _ are sod 
{F whey r) ( : “he “4 i a, V f y (oe } ; fl , 'ORAS Lr nrotess } 
A baa Vet Sepiep mee rey  aprinte: rasan oe Pep honky bade ‘sana i “Ay : ¥ ), eae 4 ~. , ve 
' ; oy : 7 : { a . 7” rf a ! 7 
i! : ie /,* 
ria. h Kt ol i ¥ 
wees Fey > cat i “4, q j AU ay : p 
Ci OWE eee A aye Ce rar nl ‘i ao : aia ‘ 
: ; y | ’ ay ei 4 De aah ee : 7 


Ce ee 


conunant so ait int At), rest ten ck ay i ’ 
' arene nD: WOK onde 


vf me ti, pare 


rr) 


' arbi We oe i eo oe ws 


Western America Resources Inc. 
Notes to Financial Statements 


June 30, 1996 and 1995 


6. Share Capital 
Authorized 


Unlimited number of common shares 
Unlimited number of preferred shares 


Issued 


a) 


b) 


C) 


Common shares 


Balance, June 30, 1994 
Issued for cash during the year, net of issue costs 


Balance, June 30, 1995 
Surrendered during the year 


Directors' stock options exercised 


Balance, June 30, 1996 


At June 30, 1995 and June 30, 1996 the following options were outstanding: 


i) | Directors' Stock Option Plan 


Number of 
Shares 


2,983,333 
2,000,000 


4,583,333 
(1,083,333) 


3,500,000 
250,000 


3,750,000 


Consideration 


$ 75,000 
165,299 


240,299 


240,299 
25,000 


$ 200,299 


In 1994, options to purchase 300,000 shares at $0.10 per share, expiring in 1999, were 
granted. On March 22, 1996, 250,000 shares were exercised. 


On May 10, 1996, options to purchase 975,000 shares at $0.1875 per share, expiring May 


10, 2001, were granted. 
ii) Broker's Stock Option Plan 


On February 7, 1995, a non-transferable option to purchase 200,000 shares at $0.10 per 


share was granted. 


Of the 3,750,000 common shares issued, 1,950,000 are subject to an escrow agreement among 
certain shareholders, the Company and a trustee, whereby the Company is required to meet 
certain conditions imposed by The Alberta Securities Commission before the subject shares can 


be released. 


Conditional Share Agreements 


At the year end, the Company had the following share agreements outstanding which are 
conditional upon, amongst other things, the receipt of various regulatory approvals. Should these 
approvals be obtained and the conditional events completed, share capital of 4,000,000 common 


shares are to be issued for additional cash of $2,500,000. 
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Western America Resources Inc. 
Notes to Financial Statements 


June 30, 1996 and 1995 


6. Share Capital - Continued 
c) Conditional Share Agreements - Continued 
i) Entered into a subscription agreement to issue 3,000,000 common shares and 2,000,000 
common share purchase warrants to a publicly listed exploration company. 
ii) Entered into subscription agreements to issue 1,000,000 common shares to private 
investors. 
7. Loss per Share 
Loss per common share is calculated on the basis of the weighted average number of common shares 
outstanding during the year. The weighted average number of common shares amounted to 3,568,500 
(1995 - 3,167,000). 
Calculating the fully diluted loss per share produces immaterial differences or anti-dilutive results in 
each year. 
8. Income Taxes 


For Canadian income tax purposes, the Company has losses of $54,000, the tax benefit of which has 
not been recognized in these financial statements. The difference between statutory tax rates and the 
effective tax rate is primarily the result of not recognizing the tax benefit of these losses in the financial 
statements. These losses are available to offset future taxable income and expire in the years 2001 
through 2003 . 


9. Comparative Figures 


Certain of the prior year’s comparative figures have been reclassified to conform with the current year's 
presentation. 
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Western America Resources Inc. 
Notes to Financial Statements 


June 30, 1996 and 1995 


10. Subsequent Events 


Subsequent to the year end, the Company had the following transactions: 


i) Ratification of the Earn-in/Joint Venture agreement with a British Columbia mining 
corporation to acquire an 85% interest in a mineral resource property with an option to 
acquire the remaining 15%. Management intends this to be the major transaction of the 
corporation, pursuant to section 4.11 of the Alberta Securities Act. 


ii) Entered into a share purchase agreement to purchase for Cdn. $562,500 all the issued and 
outstanding shares of an Australian exploration company that participates in exploration 
projects in Papua New Guinea. The consideration for the purchase is to be satisfied by the 
issuance of 3,000,000 common shares and 2,000,000 common share warrants. This share 
agreement is also conditional upon, amongst other things, the receipt of various regulatory 
approvals. 


iii) Issued 200,000 common shares pursuant to a Broker stock option plan at $0.10 per share. 


iv) Changed its name to Magma Pacific Gold Inc. 
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